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5-10-00 GENERAL

A

The design, inplenentation and nai ntenance of interna
accounting report functions within each agency in the DHEWwi | |
conformto the principles and practices set forth in this
chapter. Included within the purview of this requirenent are
the production of all reports and assenblies of data regularly
prepared fromthe accounts on fixed schedul es and such speci al
reports and anal yses as may be required. The internal reports,
reconciliations and other data assenblies required to contro
the accounting system and to manage accounti ng operati ons nust
al so conformto these requirenents.

The content of internal reports will, as a general rule, be
focused upon costs in explicitly defined organi zati onal or other
areas of responsibility and current information relating to

obl i gati ons needed for fund control purposes.

The content of reports, reporting nmethods, and schedul es nust be
fully responsive to managenent’s needs. Operating and systens
accountants shoul d keep abreast of and be fully responsive to
managenent's special needs as well as to changes in established
reports and other data presentations.

The preparation and distribution of reports that are not useful,

that are excessively detailed, or fail in any significant aspect
to satisfy the need or use at the point enployed is to be
avoi ded. Reports will be sinply directed to the essenti al

points of information required to eval uate and project
conditions, control funds or activities, or to nake deci sions,
as the purpose may be, at the point of use. The anount of
detail shown including unusual itens, explanatory notes and
comrents, shall be appropriate to the |evel and nature of the
managenent functions to be exercised on the basis of the report.
Anal yses are nost effective when the report parallels the

anal ytic process applied to the data presented, e.g.: problem
cause, and corrective action to be applied. In all cases, the
essential points should stand out and be clearly identifiable.
Ordinarily, there should not be any need for additiona
conmputations or interpretive activity to arrive at the
significant or essential points.
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E

All reports prepared should be directly traceable to the
accounts and records from which derived. Where statistica
met hods are applied to data for reporting purposes, the
techni ques applied and the rel ationship between the anobunts
reported and those derived fromthe accounts shall be clearly
explained in the report.

5-10-10 DESI GN PROCEDURE

A

B

Gener al .

1. The reporting function will be established as a separate
and di stinct phase of the accounting system Personne
assi gnnents nust accord with the pattern established for
internal control in the total system Liaison nust be
mai ntained with report recipients and systens personnel.

2. Design of the internal reporting phase requires as nuch,
or nmore care and attention to details as the other phases
or parts of the accounting system

3. The process of creating or revising a conplete reporting
systemor any of its parts consists of two nmjor steps:

a. Est abl i shing requirements and structure.
b. Design of the report preparation procedures.

Each is discussed in greater detail in the remaining parts
of this manual section.

Est abl i shi ng Requi renents and Structure

1. Conpr ehensi ve Revi ew

Reports cannot be properly designed for those who use them
wi t hout a clear and nutual understanding of the

i nformati on needed and how it will be used. Thus, prior
to the design of any report or a reporting system a
conpr ehensi ve survey should be conducted at the
appropriate |levels of managenent control to docunent the
data needs and factors in the organizational structure,
obj ectives, nmethods of operation, resource input-output
nmeasur es enpl oyed, and other details, which will help
determ ne report structure and content. Also of concern at
this point is the subsequent need to classify data needs
at each point by type, extent of detail, tinme and
frequency of need, and the perm ssible tolerances with
respect to accuracy and the use of estinmates or
statistical nethods. The expressed needs and aspirations
of report recipients and users should al so be docunent ed
for consideration in subsequent review and design steps.
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The materi al devel oped at each point or |evel of

managenment control will be reviewed with progressively
hi gher echel ons in managenent to fully devel op prospective
patterns and to broaden perspective. |In short, all of the
i nformati on which will provide an accurate, consistent,

and conprehensive definition of managenents' reporting
needs nust be systematical |y assenbl ed.

2. Managenent Leadership and Partici pation

Full active participation of |ine and staff personnel is
essential to the determ nation of system out put
requirements and attainment of utility in reports.
Managenent mnust meke clear to the accountants exactly what
is needed. The accountants assist in arriving at
definitions of what is or may be useful, is feasible and
consi stently attainable, and bow the data will be obtained
and conpiled in ternms of accounts and the accounting
processes.

3. Tentative Proposals

Tentative reporting structure proposals should be

formul ated for review and approval at appropriate
managenent | evels. Factors which should be consi dered and
reviewed with successive | evels of nanagenent in

devel opi ng and assenbl i ng such proposal s incl ude:

a. Requi renments basic to the control exercised at each
| evel of managenent.

b. Rel ati onshi ps between reports and their content and
format at successive |evels.

C. Rel ati onship to the accounting records and processes
proj ected or existing.

d. Tim ng and frequency of data needs.

e. Tol erances as to the use of estimates and the
i ssuance dat es.

f. Met hods and costs of production.

4. Fi nal Proposals and Approvals
The final proposal will be presented to top managenent in
consi derabl e detail for approval. Wth respect to each

report of series of reports proposed, the follow ng
matters should be explicitly covered:
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Report Titles

Report Purposes

Report Cont ent

Report Format (outline)

Managenent Levels directed to (or named recipients)
Ti me and Frequency Specifications

Rel ati onshi ps Between Reports

Accounting Record Sources and Methods of Production

SQTPaooe

The presentation should include any recommendati ons concer ni ng
m nor organizational or alternative adm nistrative practices
which will inprove clarity or useful ness of the reports
proposed. The final proposal as approved by managenent is then
used as a basis for procedure design

C. Design of the Report Preparation Procedures

1. Consi der ati ons

The princi pal design considerations which bear directly
upon reliability and tineliness in report preparation and
i ssuance are:

a. Structure of the accounts in relation to report
content. This factor determ nes the anount of work
and consequently the tine required for preparation
and in sone degree affects the ability to produce
reliable reports.

b. Tinely and effective application of reconciliation
and verification procedures to the accounts (Chapter
2-40). Accuracy and reliability of the data
reflected in reports and the prevention of delay in
preparati on and i ssuance are directly dependent upon
this factor.

C. Ready availability of current, concise instructions
concerning the details and the tinme schedule for each
step involved in preparation and issuance.

The design of subsidiary records and their relationship to
control accounts at internedi ate and general | edger |evels
shoul d be predicated upon the established reporting

obj ectives and requirenents.

2. Report Formats

Reports shoul d be grouped by content and record source for
design and | ay out purposes in order to achieve uniformty
in forms design

Regul arly schedul ed reports will be prepared consistently
as to size. Conplex reports will be indexed for ready
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reference. Were bindings are enpl oyed they should be of
consi stent size and color. Captions in the body of the
report will be clear, concise, and to the point and be

pl aced for quick and |ogical |ocation of essenti al

el ements. Cryptic conputer run sheets requiring
interpretive devices or references to coded i ndexes or
captions should not be used as final reports. Reports

i ssue date
ot her pertinent instructions

wi |l adhere to the specifications approved by nanagenent.
They will be prepared with the degree of accuracy,
di scl osure, and refinement of details specified and the
met hods of preparation will conformto reasonable limts
of econony and efficiency.
3. Instructions for Preparation
The procedures for producing each report will be detailed,
speci fyi ng:
a. start point and tine
b. cont ent
C. record source
d. f or mat
e. conmput ati onal and anal ytical instructions
f. t ol erances
g. reconciliation and verification steps
h. responsibilities for each step in the process
i
j-

For this purpose reports are further grouped by |evel,
frequency and tine of issuance as well as record content
and source. Instructions can then be standardized and
possi bly certain of the procedures can be arranged to
produce all or part of nore than one of the required
reports concurrently.

In sone instances, the data in reports produced at the
basic level or at frequent time intervals, can he used in
the preparation of reports prepared infrequently or at a
hi gher | evel .

4. Control and Subsidiary Account Structure

It will not be possible to arrange control and subsidiary
account relationships in the accounting systemto
accommodate the requirenents of all reports issued. The
precedi ng anal ysis by level and frequency conbined with a
review of preparation time and i ssue date tol erances and
report purposes will serve as a basis for establishing
relative priorities. The basic core of essential priority
reports will be derived directly fromaccounts and records
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structured for this purpose. Reports with |ower priority
may be conpil ed expeditiously frombasic priority reports
or by further processing of data derived fromthe
accounts. Those considerations shoul d enable an
arrangenent of procedures and a schedul e which will nost
efficiently nmeet reporting requirenents.

5. Reconciliati ons and Verifications

Reconciliation and verification procedures referred to are
principally those specified in Chapter 2-40 of this
manual . Wth respect to reports these procedures, basic
to systemcontrol, provide requisite assurance that the
accounts are improper condition prior to the derivation
of reports. Processes which nust be applied specifically
to individual reports and groups of reports consist of (a)
reapplying, at a review point, the adding or conputing
processes used in conpiling the reports, and (b) depicting
precisely, in either the report or in the work papers
retained for the record, the relationship between the
reported data and specific accounts fromwhich they are
derived. This requirenment applies to instances in which
this relationship cannot otherw se be readily determ ned.
O her reconciliations and verifications which may be
applied are dependent upon the rel ati onshi ps between
reports, either by periodic intervals of tinme or
successive reporting |levels, which are established in the
structure. Such reconciliations as are appropriate to
accurate mai ntenance of these relationships should be
establi shed and appli ed.

5-10-20 AGENCY ACCOUNTI NG MANUAL PROVI SI ONS

Uniformty, consistency, and reliability in a reporting structure are
conpletely attainable only as a result O a conpl ete understandi ng,
by all concerned, of the factors involved and the principles and
procedures established for producing the reports. Al of the

essential aspects of report production, issuance, and control wll be
explicitly included in each agency's accounting manual. Issued as a
separate segnent or separable part, it will be distributed currently

to report recipients and others concerned with reports who do not

ot herwi se receive distribution of the Accounting Manual or changes
thereto. The following mtters are considered essential to effective
communi cati ons concerning the reporting system

A A description of the reporting systemgenerally outlining
structure, flow, policy, and responsibilities.

B. Procedures for obtaining special reports and
for requesting or suggesting changes.
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C. A reports directory which lists by position or |evel of
managenent the recipients of each report, the time of issuance,
and any special input requirenents.

D. Det ai | ed segnents devoted to each report which show. (1) the
procedures to be followed; (2) preparation start tines;
(3) record sources; (4) responsibilities at each stage in
preparati on and i ssuance; (5) issuance date; (6) reconciliation

and verification procedures and how they will be evidenced, and
(7) illustrations and expl anati ons of the forns enpl oyed.
E. A separate report issuance schedul e arranged by starting tines

whi ch shows: (1) starting point in the accounting operations,
(2) the progressive flow of responsibilities at successive
stages of preparation and verification and (3) due dates.

F. A reports control procedure which provides: (1) initiation and
mai nt enance of the schedule set forth in E. above, (2) specific
foll owup authority and responsibility, (3) reviews to ensure
that reconciliation and verification procedures have been
applied, and (4) a point of routine liaison wth managenent
concerning the receipt of reports and other routine matters
concerning the preparation and distribution O reports.

Not all of the factors and rel ati onships involved in the actua
production of reports can be conpletely foreseen or preordained in
the initially witten procedures. However, when accounting and
operati ng personnel are provided with detailed instructions
concerning the principles, intent, purpose and tol erances of each
report, inforned judgenents cm be nmade in resolving i medi ate

probl enms and the procedural adjustnents required will beconme nore

qui ckly apparent. The system of detailed instructions required to be
establ i shed can then be relied upon to accurately and uniformy
communi cate these adjustnents to all concerned.

5-10-30 PERI ODI C REV1EW AND EVALUATI ON

The reporting structure, the scope, content and utility of individua
reports, the nethods and procedures enpl oyed to produce reports and
the account structure and processes fromwhich they are derived,
shoul d be reviewed periodically to assure that prescribed conditions

apply.

This review may bo conducted on a cycle basis, considering reports by
producti on or frequency groupings, by level of recipient or other
conveni ent or appropriate classifications. The review should be
directed toward the possibility of (1) conmbining or elimnating
reports, (2) increasing or reducing the frequency of issuance, and
(3) making changes in the accounts, recordi ng processes or nethods of
conpilation to otherw se reduce the cost or tinme required for
producti on and i ssuance.
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Reviews to the extent necessary In the indicated circunstances are
requi red when:

A Maj or changes are contenplated in the content and fornmat of
reports or the reporting system

B. Maj or changes are contenplated in the accounting system

C. A reporting systemis initially approved and inplenmented on the

basis of a review of only the salient reporting requirenents.

The process of periodic review nust also effectively operate to

mai ntain |iaison between report users and the accounting function.

It should al so be productive of opportunities to consider initiation
of useful reporting services in now areas or in areas not previously
consi der ed.



